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FAR Part 19.1 - SIZE STANDARDS 

Subpart 19.101 - Explanation of Terms 

"Annual receipts"  

(1)  Annual receipts of a concern which has been in business for 3 or 
more complete fiscal years means the annual average gross revenue of the 
concern taken for the last 3 fiscal years.  For the purpose of this definition, 
gross revenue of the concern includes revenues from sales of products and 
services, interest, rents, fees, commissions and/or whatever other sources 
derived, but less returns and allowances, sales of fixed assets, inter-affiliate 
transactions between a concern and its domestic and foreign affiliates, and 
taxes collected for remittance (and if due, remitted) to a third party. Such 
revenues shall be measured as entered on the regular books of account of 
the concern whether on a cash, accrual, or other basis of accounting 
acceptable to the U.S. Treasury Department for the purpose of supporting 
Federal income tax returns, except when a change in accounting method 
from cash to accrual or accrual to cash has taken place during such 3-year 
period, or when the completed contract method has been used.  
 

(i)  In any case of change in accounting method from cash to 
accrual or accrual to cash, revenues for such 3-year period shall, prior to 
the calculation of the annual average, be restated to the accrual method. In 
any case, where the completed contract method has been used to account 
for revenues in such 3-year period, revenues must be restated on an 
accrual basis using the percentage of completion method.  
 

(ii)  In the case of a concern which does not keep regular books of 
accounts, but which is subject to U.S. Federal income taxation, "annual 
receipts" shall be measured as reported, or to be reported to the U.S. 
Treasury Department, Internal Revenue Service, for Federal income tax 
purposes, except that any return based on a change in accounting method 
or on the completed contract method of accounting must be restated as 
provided for in the preceding paragraphs.  
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(2)  Annual receipts of a concern that has been in business for less than 3 
complete fiscal years means its total receipts for the period it has been in 
business, divided by the number of weeks including fractions of a week that 
it has been in business, and multiplied by 52. In calculating total receipts, 
the definitions and adjustments related to a change of accounting method 
and the completed contract method of paragraph (1) of this definition, are 
applicable.  

"Number of employees" is a measure of the average employment of a 
business concern and means its average employment, including the 
employees of its domestic and foreign affiliates, based on the number of 
persons employed on a full-time, part-time, temporary, or other basis during 
each of the pay periods of the preceding 12 months. If a business has not 
been in existence for 12 months, "number of employees" means the 
average employment of such concern and its affiliates during the period 
that such concern has been in existence based on the number of persons 
employed during each of the pay periods of the period that such concern 
has been in business. If a business has acquired an affiliate during the 
applicable 12-month period, it is necessary, in computing the applicant's 
number of employees, to include the affiliate's number of employees during 
the entire period, rather than only its employees during the period in which 
it has been an affiliate. The employees of a former affiliate are not included, 
even if such concern had been an affiliate during a portion of the period.  

 


